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,QWURGXFWLRQ
7KH/RQGRQ&URVVUDLOSURMHFWLVDPRGHUQUDLOZD\FXUUHQWO\XQGHUFRQVWUXFWLRQLQWKH8QLWHG.LQJGRP
$VWKHODUJHVWDGGLWLRQWRWKH6RXWK(DVW8.UDLOQHWZRUNLQ\HDUVLWZLOOSURYLGHFRQQHFWLRQVEHWZHHQ
WKHRXWHU VXEXUEV DQG+HDWKURZDLUSRUW WR WKH:HVW(QG WKH&LW\ DQG&DQDU\:KDUI *UHDWHU/RQGRQ
$XWKRULW\$VVKRZQLQ)LJXUH&URVVUDLOZLOOVWUHWFKIRUNPIURP0DLGHQKHDGLQWKH&RXQW\
RI %HUNVKLUH WKURXJK &HQWUDO /RQGRQ WR 6KHQILHOG LQ WKH &RXQW\ RI (VVH[ DQG $EEH\:RRG LQ WKH
/RQGRQ%RURXJKRI*UHHQZLFK &URVVUDLO$FW 7KH UDLOZD\ LV H[SHFWHG WR WUDQVSRUW PLOOLRQ
PRUH FRPPXWHUV LQ OHVV WKDQ RQH KRXU WR /RQGRQ¶V VWUDWHJLF EXVLQHVV ORFDWLRQV &RQVXOWDWLRQ GUDIW
UHSODFHPHQW/RQGRQ3ODQ
&URVVUDLO LV DOVR DQWLFLSDWHG WR LQFUHDVH /RQGRQ¶V UDLO FDSDFLW\ E\ DSSUR[LPDWHO\  DQG UHGXFH
FRQJHVWLRQRQ WKH7XEH'RFNODQGV/LJKW5DLOZD\'/5DQG1DWLRQDO5DLOVHUYLFHVE\SURYLGLQJKLJK
IUHTXHQF\ DQG FDSDFLW\ VHUYLFHV ,W LV HVWLPDWHG WR GHOLYHU XS WR  MREV EHWZHHQ  DQG 
ZKHQ WKH FRQVWUXFWLRQ SKDVH UHDFKHV LWV SHDN DQG DIWHU WKH VWDUW RI LWV RSHUDWLRQ LQ  DERXW
SHRSOHDUHH[SHFWHGWREHHPSOR\HGDWWKHUDLOOLQN0D\RURI/RQGRQ%\&URVVUDLOLV
PRUHRYHU SUHVXPHG WR JHQHUDWH  ELOOLRQ DQQXDOO\ IRU WKH /RQGRQ HFRQRP\ *UHDWHU /RQGRQ
$XWKRULW\ %\ FRQWULEXWLQJ WR RQJRLQJ GHYHORSPHQW RI NH\ VHFWRUV DQG ORFDWLRQV&URVVUDLOZLOO
LPSDFWZLGHO\RQ/RQGRQLQVRFLRHFRQRPLFWHUPV,WLVWKHUHIRUHLPSRUWDQWWRPHDVXUHWKHHIILFLHQF\RI
WKHILQDQFLDOPHFKDQLVPVXVHGWRIXQGDVXEVHTXHQWSDUWRIWKH&URVVUDLOFRVWV
$JDLQVW WKLV EDFNJURXQG WKHSUHVHQW SDSHU FRQGXFWV DQ HYDOXDWLRQRI WKH%XVLQHVV5DWH6XSSOHPHQW
%56 VFKHPH SURSRVHG E\ WKH *UHDWHU /RQGRQ $XWKRULW\ DV RQH RI WKH IXQGLQJ PHFKDQLVPV IRU WKH
FRQVWUXFWLRQ FRVWV RI WKH /RQGRQ&URVVUDLO SURMHFW  ,Q RUGHU WR LQYHVWLJDWH ZKHWKHU WKH%XVLQHVV5DWH
6XSSOHPHQW VFKHPH %56 SURSRVHG E\ *UHDWHU /RQGRQ $XWKRULW\ LV LQGHHG DQ HIILFLHQW DQG YLDEOH
UHSD\PHQWPHWKRGIRUWKH&URVVUDLOSURMHFWZHHYDOXDWHWKHHIIHFWLYHQHVVRIWKHFXUUHQW%56VFKHPHDVD
PHFKDQLVPWRFDSWXUHYDOXHDFFUXHGIURP&URVVUDLO$IWHUH[DPLQLQJ WKH ILQDQFLDOFRQVHTXHQFHVRI WKH
FXUUHQW%56VFKHPHDQGLGHQWLI\LQJLWVZHDNQHVVHVZHSURSRVHDQGDQDO\VHDQDOWHUQDWLYHILVFDOILQDQFLDO
PHFKDQLVP FRPSULVHG RI WZR WD[HV D PRGLILHG YHUVLRQ RI WKH FXUUHQW %56 VFKHPH ZLWK D UDWH
GLIIHUHQWLDWLRQZLWKUHVSHFWWRWKHORFDWLRQRIHDFK%RURXJKDQGD6WDPS'XW\OHY\
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)LJ&URVVUDLOURXWHPDSDQGLQWHUFKDQJHV/RQGRQ&RQQHFWLRQVZHEVLWH

7KH SDSHU LV VWUXFWXUHG DV IROORZV ,Q 6HFWLRQ  ZH SUHVHQW WKH OLWHUDWXUH UHYLHZ RQ WKH H[LVWLQJ
UHODWLRQVKLS EHWZHHQ WUDQVSRUW LQIUDVWUXFWXUH DQG ODQG YDOXH DQG GLVFXVV WKH FRQFHSW RI /DQG 9DOXH
&DSWXUH /9& ILQDQFH XVLQJ UHVXOWV IURP UHOHYDQW FDVH VWXGLHV ZRUOGZLGH 7KH FKRVHQ ILQDQFLDO
PHFKDQLVPVRI&URVVUDLOWKHHYDOXDWLRQRIWKHHIIHFWLYHQHVVRI%56DQGWKHSUHVHQWDWLRQRIRXUPRGLILHG
ILVFDOPHFKDQLVP IROORZ LQ 6HFWLRQV   DQG $ TXDQWLWDWLYH DQG TXDOLWDWLYH FRPSDULVRQ RI WKH WZR
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VFKHPHVWDNHVSODFHLQ6HFWLRQDQG7KHSDSHUFRQFOXGHVLQ6HFWLRQZLWKDFULWLFDODQDO\VLVRIWKH
UHVXOWVDQGVXJJHVWLRQVIRUIXUWKHUUHVHDUFK

/LWHUDWXUHUHYLHZ
7KHDQWLFLSDWLRQWKDWWUDQVSRUWLQYHVWPHQWFDQFRQWULEXWHWRVXVWDLQDEOHHFRQRPLFJURZWKKDVEHFRPHD
PRWLYDWLQJIDFWRUIRUSXEOLFLQYHVWPHQWLQODUJHVFDOHLQIUDVWUXFWXUH$KOIHOGDQG)HGGHUVHQ/DQG
YDOXHFDSWXUHKDVEHHQXVHGLQFUHDVLQJO\DVDWRROIRUIXQGLQJKLJKFRVWSXEOLFWUDQVSRUWV\VWHPVVXFKDV
UDLO WUDQVLW7KH LPSDFWRI VXFKV\VWHPVRQ ODQGYDOXH VKRXOG WKHUHIRUHEHH[DPLQHG WKRURXJKO\EHIRUH
FRQVLGHULQJ WKHRSWLRQRI/DQG9DOXH&DSWXUH ILQDQFH 'XDQG0DOOH\7KHUH LVDKLJK OHYHORI
LQWHUDFWLRQEHWZHHQWUDQVSRUWDWLRQV\VWHPVDQGODQGPDUNHWVZKLFKLVUHIOHFWHGRQODQGXVHSDWWHUQV7KLV
LQWHUDFWLRQ LV GHVFULEHG WKURXJK WKH FRQFHSW RI DFFHVVLELOLW\ ,DFRQR HW DO $FFHVVLELOLW\ FDQ EH
GHILQHG DV WKH DELOLW\ WR DFFHVV DFWLYLWLHV DQG JRRGV WKDW DUH LQ GHPDQG /LWPDQ  )RFXVLQJ RQ
SDVVHQJHUWUDQVSRUW*HXUVDQGYDQ:HHGHILQHDFFHVVLELOLW\DV³WKHH[WHQWWRZKLFKODQGXVHDQG
WUDQVSRUW V\VWHPV HQDEOH JURXSV RI LQGLYLGXDOV WR UHDFK DFWLYLWLHV RU GHVWLQDWLRQV E\ PHDQV RI D
FRPELQDWLRQRIWUDQVSRUWPRGHV´
6DORQ DQG 6KHZPDNH  DVVHUW WKDW WUDQVSRUW LQIUDVWUXFWXUH GHYHORSPHQW PD\ VWLPXODWH ODQG
GHYHORSPHQW DQG HFRQRPLF JURZWK ,Q JHQHUDO WHUPV RQH FDQ DUJXH WKDW SURSHUW\ YDOXH LQFUHDVHV DV
DFFHVVLELOLW\LQFUHDVHVDOOHOVHEHLQJHTXDO6PLWKHWDO7KHPDMRULW\RIWKHUHOHYDQWUHVHDUFKRQ
FDXVDOLW\EHWZHHQWUDQVLWDQGSURSHUW\YDOXHVKDVEHHQDSSOLHGLQ86FDVHVHYLGHQFHIURPWKHUHLQGLFDWHV
WKDW LPSURYHG WUDQVLW DFFHVV KDV D SRVLWLYH LPSDFW RQ WKH YDOXH RI QHDUE\ SURSHUW\ 5HFRQQHFWLQJ
$PHULFD¶V&HQWHU IRU7UDQVLW2ULHQWHG'HYHORSPHQW ,W LVQRWHZRUWK\ WKDW WKLV VRFDOOHG³WUDQVLW
SUHPLXP´FDQUDQJHIURPDVOLWWOHDVDIHZSHUFHQWLQFUHDVHWRRYHULQVRPHFDVHV$UHVHDUFKVWXG\
RIWKLVNLQGZKLFKIRFXVHVRQ/RQGRQZDVFDUULHGRXWE\*LEERQVDQG0DFKLQ WKH\HVWLPDWHG
WKDW D  NP UHGXFWLRQ LQ GLVWDQFH WR WUDLQ VWDWLRQV OHDGV WR D ULVH RI DW OHDVW  LQ SULFH ZKLFK
FRUUHVSRQGV WR D FDSLWDOLVHG YDOXH RI DSSUR[LPDWHO\  SHU \HDU 0RUHRYHU FRQFHUQLQJ D VLPLODU
H[SHULHQFH IURP /RQGRQ 'RQ 5LOH\  LQ KLV ERRN LQFOXGHV HYLGHQFH WKDW /RQGRQ¶V -XELOHH OLQH
H[WHQVLRQFDXVHGDQ LQFUHDVHRIELOOLRQ LQ WKHUHQWYDOXHRIQHDUE\SURSHUWLHV6LPLODUHIIHFWVZHUH
UHSRUWHGE\/RQGRQ¶V-XELOHH/LQH([WHQVLRQ,PSDFW6WXG\ZLWKDQDYHUDJHLQFUHDVHRQFRPPHUFLDO
SURSHUW\YDOXHV DQG D VOLJKWO\ ORZHU  LPSDFWRQ UHVLGHQWLDO SURSHUW\ZLWK WKHGHJUHHRI LPSDFW
EHLQJOHVVDVGLVWDQFHIURPVWDWLRQVLQFUHDVHV&KHVWHUWRQ3URSHUW\0DUNHW6WXG\
7KHFDSLWDOFRVWVRIXUEDQWUDQVSRUWLQYHVWPHQWFRXOGEHUHFRYHUHGE\FDSWXULQJSDUWLDOO\RUWRWDOO\WKH
LQFUHDVH LQ ODQG YDOXH WKDW UHVXOWV IURP WKH LQYHVWPHQW WKLV PD\ EH DFFRPSOLVKHG WKURXJK D ILVFDO
PHFKDQLVP VXFK DV9DOXH&DSWXUH )LQDQFH 0HGGD DQG0RGHOHZVND  7KH WHUP9DOXH&DSWXUH
)LQDQFH9&)±DOVRNQRZQDV/DQG9DOXH&DSWXUHUHIHUVWRDIDPLO\RISXEOLFILQDQFHPHFKDQLVPVWKDW
UDLVH IXQGV LQ SURSRUWLRQ WR WKH LQFUHDVH LQ ODQG YDOXH DVVRFLDWHG ZLWK QHZ RU LPSURYHG SXEOLF
LQIUDVWUXFWXUH :H REVHUYH D ³YLUWXRXV FLUFOH´ DPRQJ GHYHORSPHQW DFFHVVLELOLW\ YDOXH FDSWXUH DQG
LQIUDVWUXFWXUH LQIUDVWUXFWXUH FUHDWHV DFFHVV DFFHVV FUHDWHV YDOXH YDOXH FDQ EH FDSWXUHG WR ILQDQFH
LQIUDVWUXFWXUHDQG WKHUHIRUHFUHDWH IXUWKHUDFFHVV DQG WKXVYDOXH /HYLQVRQDQG ,VWUDWH 7KHUH LV
ZLGHDJUHHPHQWDPRQJSODQQHUVDQGHFRQRPLVWV LQFOXGLQJ1REHOODXUHDWH:LOOLDP9LFNUH\ZKRFODLP
WKDWDFLW\PD\SURILWE\IXQGLQJWUDQVLWV\VWHPGHYHORSPHQWDQGRSHUDWLQJFRVWVIURPODQGWD[HVRUYDOXH
FDSWXUH'RKHUW\2QHRI9&)¶VVWUHQJWKVLVWKDWWKHXVHRIDSURMHFWDIWHULWKDVEHHQGHYHORSHG
FDQEHQHILFLDOO\ LPSDFW RQ DOO LQYROYHG VWDNHKROGHUV +X[OH\  ,Q WKH FRQWH[W RI WKHPDVV WUDQVLW
V\VWHP LQYHVWPHQW WKUHH PDLQ PHWKRGV RI /DQG 9DOXH &DSWXUH FDQ EH LGHQWLILHG 0HGGD 
%HWWHUPHQWWD[7D[LQFUHPHQWILQDQFHDQG-RLQW'HYHORSPHQWPHFKDQLVP%HWWHUPHQWWD[LVFRQVLGHUHG
DQHTXLWDEOHDQGHIILFLHQWOHY\GXHWRWKHIDFWWKDWLWFDQUHFRYHUWKHLQFUHDVHGYDOXHRQSULYDWHODQGDVVHWV
DFFUXHG ZLWK WUDQVSRUW LQYHVWPHQW 0HGGD  7KH %56 VFKHPH WKDW LV H[DPLQHG LQ WKLV SDSHU
EHORQJVWRWKLVFDWHJRU\
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,WLVZRUWKPHQWLRQLQJWKDWWLPLQJKDVDNH\UROHWRSOD\ZKHQFRQVLGHULQJWKHDSSOLFDWLRQRIDYDOXH
FDSWXUH VWUDWHJ\ 7KH PDMRULW\ RI VXFK VWUDWHJLHV QHHG VWURQJ PDUNHW FRQGLWLRQV LQ RUGHU WR PRWLYDWH
SURSHUW\RZQHULQWHUHVWDQGPDNHSURSHUW\YDOXHLQFUHDVHVSRVVLEOH9DOXHFDSWXUHVWUDWHJLHVDUHEDVHGRQ
GHYHORSPHQWWKHUHIRUHRSSRUWXQLWLHVWRFDSWXUHYDOXHDUHLQIOXHQFHGE\WKHVDPHIDFWRUVDVWKHUHDOHVWDWH
PDUNHW7KLVPHDQVWKDWLIFRQVWUXFWLRQFRVWVDUHYHU\KLJKRUSRWHQWLDOUHYHQXHVDUHWRRORZWKHUHLVD
FKDQFH WKDW QHZ GHYHORSPHQW ZLOO QRW WDNH SODFH DQG KHQFH WKH RSSRUWXQLW\ WR FDSWXUH YDOXH ZLOO EH
GHOD\HG5HFRQQHFWLQJ$PHULFD¶V&HQWHUIRU7UDQVLW2ULHQWHG'HYHORSPHQW

&URVVUDLOIXQGLQJ(YDOXDWLRQRIWKHFXUUHQW&URVVUDLO%XVLQHVV5DWH6XSSOHPHQW
7KH FDVH IRU &URVVUDLO FXOPLQDWHG LQ WKH &URVVUDLO $FW SDVVHG LQ -XO\  8QGHU WKH /DERXU
JRYHUQPHQWWKHKHDGOLQHFRQVWUXFWLRQFRVWRIWKHSURMHFWXSWRWKHWKHQSODQQHGVWDUWRILWVRSHUDWLRQLQ
ZDVELOOLRQ$VSDUWRIWKHUHFHQW&RPSUHKHQVLYH6SHQGLQJ5HYLHZ&65RI2FWREHU
WKH QHZFRDOLWLRQJRYHUQPHQW DJUHHG WKDW WKHSURMHFW VKRXOG FRQWLQXHZLWK ELOOLRQRI VDYLQJV DQG D
UHYLVHGRSHQLQJGDWHRQH\HDUODWHU%XWFKHU$VVWDWHGLQWKH*RYHUQPHQW¶V&65&URVVUDLOZLOO
QRZFRVWQRPRUHWKDQELOOLRQEXWDFFRUGLQJWR&URVVUDLO/WGWKHFRVWZLOOEHELOOLRQKLJKHU
UHDFKLQJWKHELOOLRQ0RGHUQ5DLOZD\VVSHFLDOUHSRUW7KHFRQWULEXWLRQRI*UHDWHU/RQGRQ
$XWKRULW\ */$ DQG 7UDQVSRUW IRU /RQGRQ 7I/ WR WKH &URVVUDLO SURMHFW FRVWV ZDV GHFLGHG DW
DSSUR[LPDWHO\ELOOLRQDQGZRXOGEHJHQHUDWHGWKURXJKWKUHHGLIIHUHQWPHFKDQLVPV%XVLQHVV5DWH
6XSSOHPHQW  ELOOLRQ &RPPXQLW\ ,QIUDVWUXFWXUH /HY\ &,/ XS WR  ELOOLRQ DQG 6HFWLRQ 
&RQWULEXWLRQVELOOLRQ
7KH%XVLQHVV5DWH6XSSOHPHQW%56LVDILVFDOPHWKRGEDVHGRQODQGYDOXHILQDQFH*UHDWHU/RQGRQ
$XWKRULW\LWKDVWZRFRPSRQHQWV±ELOOLRQWREHSDLGE\WKH*/$ILQDQFHGE\ERUURZLQJDQG
 ELOOLRQ LQ GLUHFW FRQWULEXWLRQV ZKLFK FRUUHVSRQGV WR WKH PRQHWDU\ DPRXQW E\ ZKLFK WKH LQFRPH
JDWKHUHG GXULQJ WKH ILUVW ILYH \HDUV H[FHHGV WKH LQWHUHVW DQG ILQDQFLQJ FRVWV UHVXOWLQJ IURP WKH
DIRUHPHQWLRQHGERUURZLQJ7KH&65VWDWHGWKDWWKH%56VFKHPHZLOOUHPDLQXQFKDQJHG$FFRUGLQJWR
WKH :KLWH 3DSHU IRU %XVLQHVV 5DWH 6XSSOHPHQWV  ³1DWLRQDO QRQGRPHVWLF UDWHV 11'5 RU
%XVLQHVV5DWHVLVDWD[OHYLHGRQRFFXSDWLRQRIQRQGRPHVWLFSURSHUWLHVDVSDUWRIWKHZLGHUIUDPHZRUN
RIEXVLQHVV WD[DWLRQ LQ WKH8.2FFXSLHUV¶ OLDELOLW\ LV D IXQFWLRQRI WKHDVVHVVHG UDWHDEOHYDOXHRI WKHLU
SURSHUW\ NQRZQ DV D KHUHGLWDPHQW DQG D PXOWLSOLHU 7KH PXOWLSOLHU LV D ILJXUH XVXDOO\ VSHFLILHG DV D
QXPEHU RI SHQFH LQ WKH SRXQG´ 5DWHDEOH YDOXHUHSUHVHQWV WKHRSHQ PDUNHW DQQXDO UHQWDO YDOXHRI D
EXVLQHVVQRQGRPHVWLFSURSHUW\7KHUDWLQJOLVWVUHSUHVHQWDOO WKHUDWHDEOHYDOXHVLQ(QJODQGDQG:DOHV
1HZUDWLQJOLVWVDUHSXEOLVKHGHYHU\ILYH\HDUVLQDSURFHVVFDOOHGUHYDOXDWLRQ9DOXDWLRQ2IILFH$JHQF\

7KH*/$FKRVHWRVHWDEDVLF%56PXOWLSOLHURISWKHKLJKHVWSHUPLWWHGIRUHDFK\HDURIWKH&URVVUDLO
%56FRPPHQFLQJLQ$SULO7KLVPXOWLSOLHUZLOOEHUHYLHZHGDWOHDVWHYHU\ILYH\HDUVIROORZLQJHDFK
UDWLQJUHYDOXDWLRQRUSRVVLEO\PRUHIUHTXHQWO\7KHFKDUJHDEOHSHULRGIRUWKH&URVVUDLO%56LVH[SHFWHGWR
EHWR\HDUV*UHDWHU/RQGRQ$XWKRULW\7KH%56ZLOOEHDSSOLHGWRDOO/RQGRQ%RURXJKV
DQGWKH&RPPRQ&RXQFLORIWKH&LW\RI/RQGRQ)LJXUH7KH%56LVLPSOHPHQWHGRQDOOQRQGRPHVWLF
SURSHUWLHVZLWKUDWHDEOHYDOXHVDERYH7KHHVWLPDWHGWRWDOQXPEHURIKHUHGLWDPHQWVOLDEOHWRWKH
&URVVUDLO%56LQ/RQGRQLVSURSHUWLHVRIZKLFKDUHVLWXDWHGLQ,QQHU/RQGRQERURXJKVJUH\
LQ)LJXUHZKLOHWKHUHPDLQLQJFRUUHVSRQGVWRSURSHUWLHVLQ2XWHU/RQGRQZKLWHLQ)LJXUH2Q
DYHUDJHRIQRQGRPHVWLFSURSHUWLHVLQ,QQHU/RQGRQDUHOLDEOHWR%56WD[FRPSDUHGWRRI
QRQGRPHVWLFSURSHUWLHVLQ2XWHU/RQGRQ*UHDWHU/RQGRQ$XWKRULW\
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
)LJ0DSRI/RQGRQ%RURXJKVGLYLGHGLQ,QQHUDQG2XWHU/RQGRQ%RURXJKV/RQGRQ&RXQFLOVZHEVLWH

:LWKUHJDUGWRWKHIDFWWKDWWKH&URVVUDLO%56PXOWLSOLHUIRULVSRQWKHSRXQGDVPHQWLRQHG
SUHYLRXVO\WKHLPSOLFDWLRQKHUHLVWKDWDSURSHUW\ZLWKDUDWHDEOHYDOXHRIPXVWSD\SHU
DQQXP[ 7KH3D\LQJ7D[HVUHSRUW VWDWHV WKDW ³D IDLU VWDEOHDQGVXVWDLQDEOH WD[
V\VWHP LV JHQHUDOO\ WKH FKDOOHQJH IRU JRYHUQPHQWV LQ WKHZDNH RI WKH JOREDO HFRQRPLF GRZQWXUQ7KH
3D\LQJ7D[HVUHVXOWVVKRZWKDWGLIIHUHQWDGPLQLVWUDWLYHSUDFWLFHVXVHGE\JRYHUQPHQWSOD\DNH\UROHLQ
ORZHULQJ RU LQFUHDVLQJ WKH FRPSOLDQFH EXUGHQ´ ,QWHUQDWLRQDO )LQDQFH &RUSRUDWLRQ 7DNLQJ LQWR
DFFRXQWWKLVLQIRUPDWLRQZHZLOOQRZFULWLFDOO\DVVHVVWKHDSSOLFDWLRQSODQWKHHVWLPDWHGUHYHQXHDQGWKH
FRUUHVSRQGLQJFRVWVRIWKH&URVVUDLO%56
7KH%56KDG WREH LQWURGXFHG LQGXH WR WKHIDFW WKDWEHWZHHQ$SULODQG0DUFK WKH
*/$ ZDV XQGHUWDNLQJ  PLOOLRQ RI ERUURZLQJ WR IXQG WKH ILUVW SDUW RI LWV DJUHHG FRQWULEXWLRQ WR
&URVVUDLO7KH*/$ZLOOKDYHLQWHUHVWFRVWVUHODWHGWRWKLVERUURZLQJIURPWKHLQLWLDO\HDUZKLFKLWZLOO
QHHG WR IXQG ,W H[SHFWV WR KDYH ERUURZHG WKH WRWDO  ELOOLRQ XQWLO  DQG ZLOO XVH WKH %56
LQFRPHWRFRYHUWKHSURMHFWHGPLOOLRQLQWHUHVWFRVWVWKDWFRUUHVSRQGWRWKLVORDQDQQXDOO\%DVHGRQ
WKH  UDWLQJ OLVW LW ZDV HVWLPDWHG WKDW DSSUR[LPDWHO\  PLOOLRQ ZRXOG EH FROOHFWHG IURP WKH
DSSOLFDWLRQ RI D S UDWH RQ H[LVWLQJ SURSHUWLHV ZLWK D UDWHDEOH YDOXH RI RYHU  *UHDWHU /RQGRQ
$XWKRULW\2YHU WKHH[SHFWHG OLIHWLPHRI WKH&URVVUDLO%56ELOOLRQZDV FDOFXODWHG WREH
FROOHFWHGWKHFRPELQDWLRQRIUHYHQXHFRPLQJIURPWKUHHVHSDUDWHVRXUFHVWKHUHSD\PHQWRIELOOLRQ
SULQFLSDO ERUURZHG E\ WKH */$ WKH  ELOOLRQ SDLG WR 7I/ GXULQJ WKH FRQVWUXFWLRQ SKDVH DQG WKH
UHPDLQLQJELOOLRQRILQWHUHVWSD\DEOHRQWKH*/$¶VERUURZLQJ
,Q$SULOWKH%56VFKHPHKDGFRPSOHWHGRQH\HDURIRSHUDWLRQ2QWKHEDVLVRIWKHILQDOUHWXUQV
UHFHLYHGLQUHVSHFWRIELOOLQJDXWKRULWLHVKDGFROOHFWHGPLOOLRQLQ%56JURVVUHYHQXH$
KLJKOLJKW IURP WKLV DFFRXQW LV WKDW WKH%56 QRW RQO\ UHDFKHG ± EXW DFWXDOO\ VXUSDVVHG ± WKH SURMHFWHG
UHYHQXH ILJXUHFRPSDUHG WRPLOOLRQ7KHUHIRUHDW OHDVW IRU WKH ILUVW\HDU WKH%56VFKHPH
PD\EHFRQVLGHUHGWREHILQDQFLDOO\YLDEOHIRUWKH*/$7KHFXUUHQWDQDO\VLVXVHVGDWDEDVHGRQWKHGUDIW
XQHGLWHGHGLWLRQRIWKH6WDWHPHQWRI$FFRXQWVWKHILQDOYHUVLRQRIWKH$FFRXQWVKDV\HWWREHSXEOLVKHG
7KHILUVW\HDURIRSHUDWLRQZDVPDUNHGE\ILQDQFLDOVXFFHVVQHYHUWKHOHVV WZRFRQVLGHUDEOHZHDNQHVVHV
RI WKHVFKHPHFDQQRWEH LJQRUHG)LUVWO\HTXLW\ LVVXHVDULVHGXH WR WKHIDFW WKDW%RURXJKVFORVHU WR WKH
&URVVUDLOURXWHZLOOEHQHILWPRUHGXHWRWKHLQFUHDVHGDFFHVVLELOLW\KRZHYHUWKHWD[LVIODWDQGWKHVDPH
IRU DOO /RQGRQ %RURXJKV $QG VHFRQGO\ WKH IXWXUH VXFFHVV RI WKH SODQ UHOLHV KHDYLO\ RQ RSWLPLVWLF
DVVXPSWLRQVFRQFHUQLQJ WKHJURZWKUDWHRI UDWHDEOHYDOXHV WKHFRQWLQXLQJHIIHFWVRI WKHUHFHVVLRQKDYH
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QRW EHHQ WDNHQ LQWR DFFRXQW ,Q RUGHU WR RYHUFRPH WKHVH SUREOHPV LQ WKH QH[W VHFWLRQZH SURSRVH DQ
DOWHUQDWLYH VROXWLRQ 7KH DOWHUQDWLYH WD[ VFKHPH FRPSULVHV WZR WD[HV D PRGLILHG YHUVLRQ RI WKH %56
VFKHPHDQGD6WDPS'XW\OHY\

3URSRVHGDOWHUQDWLYHPRGLILHGVFKHPH
7KH SURSRVDO FRQVLVWV RI WZR VHSDUDWH WD[HV FRPELQHG LQWR RQH VFKHPH D PRGLILHG YHUVLRQ RI WKH
FXUUHQW%56 DQG D 6WDPS'XW\ /DQG7D[ LPSRVHG RQ WKH VDOH RI UHVLGHQWLDO SURSHUWLHV 7KH LGHD WR
FKDUJHDWD[RQUHVLGHQWLDOSURSHUW\WUDQVDFWLRQVVWHPVIURPWKHIDFWWKDWWKLVDSSHDUVWREHWKHRQO\QRQ
WD[HGDUHDUHPDLQLQJDFFRUGLQJWRWKHDQDO\VLVRIWKHILQDQFLDOPHFKDQLVPVRI&URVVUDLOWKLVLVOLNHO\GXH
WRWKHKLJKSROLWLFDOFRVWRILWVLPSOHPHQWDWLRQ5HVLGHQWLDOSURSHUWLHVZLOOQRQHWKHOHVVDOVREHQHILWIURP
LQFUHDVHG DFFHVVLELOLW\ DV FRUURERUDWHG LQ WKH OLWHUDWXUH UHYLHZ DERYH 7KHUHIRUH ZH H[DPLQH WKH
LPSOHPHQWDWLRQRIDWD[RQWKHVDOHRISURSHUW\LQRUGHUWRFDSWXUHDSURSRUWLRQRIWKLVLQFUHDVHGYDOXH
7KH WD[KRZHYHU FDQEHDVVXPHGRQO\ WREH LPSOHPHQWHG IRUDGHILQHGSHULRGDQGHDUPDUNHG IRU WKH
VSHFLILFWUDQVSRUWSURMHFW7KH*/$¶V%56LVDIODWWD[DOOQRQGRPHVWLFSURSHUWLHVWKDWDUHOLDEOHWRLWDUH
FKDUJHG WKH S UDWH UHJDUGOHVV WR WKHLU ORFDWLRQ ZLWK UHVSHFW WR WKH &URVVUDLO URXWH $V PHQWLRQHG LQ
6HFWLRQWKHEHWWHUPHQWWD[RXJKWWREHDQHTXLWDEOHOHY\0HGGD,QWKLVFDVHKRZHYHULWFDQEH
FOHDUO\ DUJXHG WKDW D IODW WD[ FDQQRW EH FRQVLGHUHG DV HTXLWDEOH IRU WD[SD\HUV SULPDULO\ EHFDXVH LQ
/RQGRQ WKH GLVWDQFH IURP QHZO\ GHYHORSHG UDLO WUDQVLW VWDWLRQV GRHV QRW KDYH DQ LPSDFW RQ WKH WD[
HYDOXDWLRQ7KHUHIRUHLQWHUPVRIIDLUQHVVDQGLQRUGHUWRHQVXUHHTXLW\WRDOOUDWHSD\HUVLQ/RQGRQZH
DVVXPHWRLQWURGXFHDGLIIHUHQWLDWLRQLQWD[UDWHVEDVHGRQHDFK%RURXJK¶VORFDWLRQ7KHDSSURDFKLQWKLV
VWXG\SODFHVWKH%RURXJKVLQWRWKUHHJURXSVRQWKHEDVLVRIWKHLUSUR[LPLW\WR&URVVUDLOVWDWLRQV
*URXSLQFOXGHVWKHQLQH/RQGRQ%RURXJKVWKDWKDYH&URVVUDLOVWDWLRQVORFDWHGZLWKLQ WKHPVXFKDV
*UHHQZLFKDQG:HVWPLQVWHU*URXSFRPSULVHVWKH%RURXJKVDGMDFHQWWRRUQHDUE\%RURXJKVLQ*URXS
HJ&DPGHQDQG6RXWKZDUN7KLVJURXSLVWKHODUJHVWZLWK%RURXJKV)LQDOO\*URXSLVFRPSULVHG
E\VHYHQ%RURXJKVWKDWDUHGLVWDQWIURPWKH&URVVUDLOURXWH%RURXJKVVXFKDV&UR\GRQDQG(QILHOG7KH
GLIIHUHQWLDWLRQLQWD[WLHUVLVPDGHE\PDLQWDLQLQJWKHKLJKHVWUDWHRISIRUWKH%RURXJKVRIWKHILUVWJURXS
IRUWKH%56ZKLOHWKHWRSWLHUIRUWKH6WDPS'XW\WD[LVGHFLGHGWREHS7KHUDWHRIWKHPHGLXPJURXS
LVORZHUZLWKWKHORZHVWEHLQJWKHRQHFRUUHVSRQGLQJWRWKH*URXS7KHGLIIHUHQWOHYHOVRIWD[UDWHDUH
SUHVHQWHGLQ7DEOH



7DEOH'LIIHUHQWLDWLRQRIWD[UDWHV
 0RGLILHG%56VFKHPH 6WDPS'XW\7D[
*URXS S S
*URXS S S
*URXS S S

7KH UDWH LV KLJKHU IRU FRPPHUFLDO SURSHUWLHV WKDQ IRU UHVLGHQWLDO RQHV EHFDXVH WKH LPSDFWV RQ
FRPPHUFLDOODQGDUHXVXDOO\ODUJHUFRPSDUHGWRUHVLGHQWLDOSURSHUWLHVVLQFH³WKHPDUJLQDOFRVWRIORFDWLQJ

³6WDPS'XW\/DQG7D[6'/7LVDWD[FKDUJHGRQODQGDQGSURSHUW\WUDQVDFWLRQVLQWKH8.7KHWD[LVFKDUJHGDWGLIIHUHQWUDWHV
DQGKDVGLIIHUHQWWKUHVKROGVIRUGLIIHUHQWW\SHVRISURSHUW\DQGGLIIHUHQWYDOXHVRIWUDQVDFWLRQ´+05HYHQXHDQG&XVWRPV
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IDUWKHU DZD\ IURP FXVWRPHUV HPSOR\HHV DQG EXVLQHVV SDUWQHUV WRJHWKHU SRWHQWLDOO\ H[FHHG UHVLGHQWV¶
RSSRUWXQLW\FRVWRIFRPPXWLQJ´$KOIHOGWDQG:HQGODQG
0RUHRYHU WKHIXWXUHVXFFHVVRI%56VFKHPHUHOLHVKHDYLO\RQRSWLPLVWLFDVVXPSWLRQVPDGHDERXWWKH
JURZWKUDWHDVLWLVDVVXPHGWKDWWKHUDWHDEOHYDOXHVDQGKHQFHWKHUHYHQXHZLOOLQFUHDVHLQHYHU\
UHHYDOXDWLRQH[FHSW IURPWKHILUVWRI IRUZKLFKD ORZHULVSURMHFWHG,WFDQEHDUJXHG WKDW LQ
FXUUHQW UHDO HVWDWH PDUNHW FRQGLWLRQV ZKHUH WKH HIIHFWV RI WKH UHFHQW UHFHVVLRQ DUH VWLOO SUHVHQW WKH
SURMHFWLRQV IRU IXWXUH JURZWK VKRXOG EH FDOFXODWHG XVLQJ D PRUH FRQVHUYDWLYH DSSURDFK DV ³WKH
GHYHORSPHQWDQGHFRQRPLFGRZQWXUQZLOOJHWZRUVHEHIRUHLWLPSURYHV´7KH6PLWK,QVWLWXWH
3URILWHQKDQFHPHQWLVDOVRPXFKPRUHOLNHO\WRKDSSHQLQDVWURQJPDUNHWWKDQLQDUDWKHUZHDNRQH
7KH DOWHUQDWLYH SURSRVDO DWWHPSWV WR EH PRUH FRQVHUYDWLYH LQ WKH DSSURDFK WR JURZWK UDWHV VR WKH
DVVXPSWLRQRIJURZWKIURPRQZDUGVLVUHGXFHGWRDQGWKHFDOFXODWLRQRI%56UHYHQXHLV
SHUIRUPHGEDVHGRQ WKHVHJURZWKUDWHV0RUHRYHU IRU WKH6WDPS'XW\ WD[HVWLPDWLRQRI IXWXUHUHYHQXH
WKDWZLOO IROORZ XVLQJ GDWD RIPRQWKO\ SURSHUW\ SULFHV IRU HDFK%RURXJK EHWZHHQ  DQG  WKH
KLVWRULFDQQXDOJURZWKUDWHVZHUHFDOFXODWHG,QRUGHUWRSURYLGHDVXIILFLHQWVDIHW\PDUJLQRQO\RQHWKLUG
RI WKHVH JURZWK UDWHV KDYH EHHQ XVHG IRU WKH FDOFXODWLRQV ZLWK D IXUWKHU  UHGXFWLRQ WR LQFOXGH
FROOHFWLRQDQGFRQWLQJHQF\FRVWV

&RPSDULVRQRIWKHHVWLPDWHGUHYHQXHRIWKHWZRVFKHPHVDTXDQWLWDWLYHDQDO\VLV
,QWKLVVHFWLRQDTXDQWLWDWLYHFRPSDULVRQRIWKHWZRVFKHPHVLVFDUULHGRXW)RUWKHDOWHUQDWLYHSURSRVHG
VFKHPHWKHUHYHQXHRYHULWVOLIHWLPHLVHVWLPDWHGWKURXJKVWDWLVWLFDOIRUHFDVWLQJDQGWKHQFRPSDUHGWRWKH
FRUUHVSRQGLQJUHYHQXHRIWKHFXUUHQW%56VFKHPH7KHILQDQFLDO\HDULVWDNHQDVWKHILUVW\HDURI
RSHUDWLRQIRUERWKWD[HV7KHH[SHFWHGHQGRIWKHUHSD\PHQWSHULRGLVNHSWWKHVDPHDVWKDWXVHGE\*/$
LQWKH&URVVUDLOILQDO3URVSHFWXVHQGIRUWKH%56ZKLOHWKH6WDPS'XW\WD[LVH[WHQGHGE\RQH
\HDUDQGLVVHW WRHQG7KHFDOFXODWLRQSURFHVVIRUHVWLPDWLQJWKH%56UHYHQXHIRURI
WKH PRGLILHG VFKHPH XVLQJ GLIIHUHQW WD[ UDWHV IRU HDFK JURXS RI %RURXJKV LV VKRZQ LQ 7DEOH  7KH
FRORXUHG VHFWLRQV LQGLFDWHGLIIHUHQFHV LQ WD[ UDWHV EOXH JUHHQ DQGRUDQJH IRU S S DQGS
UHVSHFWLYHO\
7KH HVWLPDWLRQ RI WKH QHWPRGLILHG%56 UHYHQXH WR EH FROOHFWHG IURP WKH ,QQHU/RQGRQ%RURXJKV LV
PLOOLRQZKLOHWKHFRUUHVSRQGLQJDPRXQWHVWLPDWHGWRFRPHIURPWKH2XWHU/RQGRQ%RURXJKVLV
PLOOLRQ7KH SURMHFWHG WRWDO%56 UHYHQXH IRU  LV WKXV PLOOLRQ7KH HVWLPDWHG QHW
%56WD[WDNHIURP,QQHUDQG2XWHU%RURXJKVDQGIRUWKHZKROH/RQGRQDUHDLVLOOXVWUDWHGLQ)LJXUHD,I
WKHWRWDOPLOOLRQILJXUHDOORZVIRUWKHFROOHFWLRQFRVWHVWLPDWHGWREHDQGVHWXSFRVWVVXFK
DVWKHVRIWZDUHXVHGWKHVDPHQXPEHUVXVHGIRUUHGXFWLRQVLQWKH*/$%56FDOFXODWLRQVDUHXVHGKHUH
WKH ILJXUH LV UHGXFHG WR PLOOLRQ7KH QH[W FDOFXODWLRQV DUH EDVHG RQ WKH DIRUHPHQWLRQHG ILJXUH
DVVXPLQJDLQFUHDVHLQDQGDGRXEOHLQFUHDVHIROORZLQJHYHU\VXEVHTXHQWUHHYDOXDWLRQ
7KHHVWLPDWHGWRWDOUHYHQXHLVKHQFHPLOOLRQDQGLIUHGXFWLRQZLWKLQWHUHVWUDWHDW
SULFHVDSSOLHVWKHFRUUHVSRQGLQJWRWDOUHGXFHGUHYHQXHLVPLOOLRQVHH)LJXUHE
7KHDQDO\WLFDOFDOFXODWLRQVRI6WDPS'XW\WD[JURZWKUDWHVIRUHDFK%RURXJKDQGRIWKHFRUUHVSRQGLQJ
UHYHQXH IRU HYHU\ ILQDQFLDO \HDU RI WKH H[DPLQHG SHULRG XQWLO  ZHUH SHUIRUPHG 7KH DYHUDJH
QXPEHURIVDOHVWDNLQJSODFHEHWZHHQDQGLQHDFK%RURXJKZDVXVHGWRHVWLPDWHWKHUHYHQXH
WRJHWKHUZLWK DYHUDJH KRXVHSULFH LQ HDFK%RURXJK7KH ILUVW VWHSZDV WR FDOFXODWH WKH HVWLPDWHG
SULFHV IRU HDFK%RURXJK EDVHG RQ DPRUH FRQVHUYDWLYH DVVXPSWLRQ IRU WKH JURZWK UDWHV IRU HYHU\ \HDU
 7KH ILQDO WRWDO DPRXQW HVWLPDWHG WR EH FROOHFWHG GXULQJ WKH ILQDO \HDU RI SODQ RSHUDWLRQ LV
DSSUR[LPDWHO\PLOOLRQ7KHWRWDOSURMHFWHGUHYHQXHFROOHFWHGGXULQJWKHVFKHPHOLIHWLPHVKRZQLQ
)LJXUHDLVPLOOLRQRUGLVFRXQWHGDWSULFHV7KLVDPRXQWUHSUHVHQWVRIWKH
WRWDOUHYHQXHZKLOHWKHUHPDLQLQJFRPHVIURPWKHPRGLILHGYHUVLRQRIWKH%56

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
7DEOH&DOFXODWLRQRIHVWLPDWHGPRGLILHG%56FROOHFWDEOHLQ'DWD*/$(ODERUDWLRQ$XWKRUV
%RURXJK (VWLPDWHG
7RWDO
5DWHDEOH
9DOXHRYHU
N
*URVVWD[WDNH
DVVXPLQJ
SSDQG
S%56
(VWLPDWHG
UHGXFWLRQ
DXWRPDWLF
11'5
UHOLHIV
(VWLPDWHGUHGXFWLRQ
FRQWLQJHQF\IRU
ORVVHVDQGDSSHDOV
UHIXQGV
(VWLPDWHG
1HW%56WD[
WDNHLQ

P P P P P
,QQHU/RQGRQ
&LW\RI/RQGRQ     
&DPGHQ     
*UHHQZLFK     
«« «« «« «« « «
,QQHU7RWDO     
2XWHU/RQGRQ
%DUNLQJDQG'DJHQKDP     
%DUQHW     
%H[OH\     
«« «« «« «« « «
2XWHU7RWDO     
/RQGRQ7RWDO     
&ROOHFWLRQFRVWV 
6HWXSFRVWV 
3URMHFWHG1HW%56WD[WDNHLQ    








)LJD(VWLPDWHG1HWPRGLILHG%56WD[WDNHLQIURP,QQHU2XWHU/RQGRQ%RURXJKVDQG/RQGRQWRWDOE
([SHFWHGPRGLILHG%56LQFRPHFROOHFWDEOHSHUDQQXPDQG%56LQFRPHGLVFRXQWHGDWSULFHV'DWD*/$
(ODERUDWLRQ$XWKRUV
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7KH SURSRVHGPRGLILHG FRPELQHG VFKHPH LV HVWLPDWHG WR \LHOG D ILQDQFLDO UHWXUQRI PLOOLRQ
GXULQJLWV OLIHWLPH:KHQWKH*/$SURMHFWHGILJXUHRIPLOOLRQLVUHGXFHGE\WKHLUHVWLPDWLRQIRU
WKH ILUVW \HDU PLOOLRQ WKH DPRXQW PLOOLRQ LV UHDFKHG ,IZH FRPSDUH  WR
PLOOLRQSURMHFWHGIRUWKHDOWHUQDWLYHVROXWLRQ WKLVVFKHPHLVH[SHFWHGWR\LHOGDJUHDWHUILQDQFLDOUHWXUQ
DOWKRXJK WKH HVWLPDWLRQ RI JURZWK UDWHV LV PRUH FRQVHUYDWLYH DQG WKH WD[ LV HTXLWDEOH QRW IODW
1HYHUWKHOHVVRQHSDUWWKH6WDPS'XW\WD[FROOHFWLRQZLOOHQGRQH\HDUODWHUWKDQWKH*/$%56VFKHPH
7KHUHVXOWVGLVFXVVHGDERYHDUH LOOXVWUDWHG LQ WKHJUDSKRI)LJXUHE ,W LVZRUWKPHQWLRQLQJ WKDW LQ WKH
FDOFXODWLRQVWKHLQWHUHVWUDWHRIXVHGLQWKHFXUUHQW*/$VFKHPHKDVUHPDLQHGLQWDFW$VWKHWRWDO
DPRXQWRIPRQH\UDLVHGDWWKHHQGRIWKHVFKHPHGLIIHUVRQO\VOLJKWO\ZLWKWKHWRWDOHVWLPDWHGE\7I/WKH
UHSD\PHQWORDQVFKHGXOHQHHGQRWEHVXEMHFWWRFKDQJHVWKHRQO\GLIIHUHQFHZRXOGEHWKDWWKHWD[LQFRPH
ZRXOGGHULYH IURP WKH FRPELQDWLRQRI WKH WZR UHYHQXHV DQG LWZLOO HQGRQH \HDU ODWHU EXW DV IDU DV LW
VWDUWHGD\HDUODWHUWKHWRWDOGXUDWLRQRIWKHWZRVFKHPHVLQ\HDUVLVWKHVDPH


)LJD([SHFWHG6WDPS'XW\WD[LQFRPHFROOHFWDEOHSHUDQQXPDQG6WDPS'XW\WD[LQFRPHGLVFRXQWHGDW
SULFHVE$VVXPHGLQFRPHSHUDQQXPIRU*/$¶VFXUUHQW%56VFKHPHYV3URSRVHGVFKHPH'DWD/DQG5HJLVWU\
*/$(ODERUDWLRQ$XWKRUV

9DOLGDWLRQDQGGLVFXVVLRQRIWKHTXDQWLWDWLYHUHVXOWVXVLQJTXDOLWDWLYHFULWHULD

$IWHUPDNLQJFRPSDULVRQVDQGGUDZLQJUHVXOWVLQTXDQWLWDWLYHWHUPVLQRUGHUWRYHULI\WKHUHVXOWVRIWKH
TXDQWLWDWLYH DQDO\VLV WKH WZR VFKHPHV DUH HYDOXDWHG LQ WHUPVRI DGGHGTXDOLW\7KHUH LV DV \HW QR ULFK
HYLGHQFH LQ WKH OLWHUDWXUH FRQFHUQLQJ H[LVWLQJ HYDOXDWLRQ PHWKRGV RI YDOXH FDSWXUH VWUDWHJLHV ,Q WKH
SUHVHQWSDSHUIRUWKHHYDOXDWLRQPDWUL[ZHKDYHXVHGWKHUHSRUWSUHSDUHGRQEHKDOIRIWKH8QLYHUVLW\RI
0LQQHVRWDE\,DFRQRHWDO7KLVDSSURDFKLVVXLWDEOHIRUHYDOXDWLQJWKHWZRGLIIHUHQWVFKHPHVDQG
GUDZLQJUHVXOWV
(IILFLHQF\,QRUGHUWRHYDOXDWHZKHWKHUWKHFRVWWRFRQWULEXWRUVLVUHODWHGWRWKHEHQHILWVWKH\UHFHLYHWKH
WD[EDVHUDQJHRIFRQWULEXWRUVRIHDFKVFKHPHLVH[DPLQHG,QWKHFDVHRI*/$¶V%56VFKHPHRQO\QRQ
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GRPHVWLFSURSHUW\RZQHUVDUHFKDUJHGEXWUHVLGHQWLDOSURSHUW\LQFUHDVHVLQYDOXHWRR,QWKHFDVHRIWKH
SURSRVHGVFKHPHERWKFRPPHUFLDODQGUHVLGHQWLDOSURSHUWLHVFRQWULEXWHWRWKHILQDQFLQJRI&URVVUDLOLQVR
IDUDVWKH\EHQHILWIURPLW0RUHRYHUWKHKLJKHUWD[UDWHLPSRVHGE\*/$SIODWWD[UDWHLVPRUHOLNHO\
WRKLQGHUHFRQRPLFGHYHORSPHQWLQWKH%RURXJKVORFDWHGIDUWKHUDZD\DQGWKXVEHQHILWOHVVFRPSDUHGWR
WKH PRVW DIIRUGDEOH WD[ EXUGHQ DSSOLHG WR %RURXJKV DZD\ IURP &URVVUDLO URXWH ZKLFK FRXOG HQKDQFH
HFRQRPLFGHYHORSPHQW
(TXLW\,QWHUPVRIEHQHILWHTXLW\*/$¶V%56LVDIODWWD[WKLVPHDQVWKDWDOO%RURXJKVFRQWULEXWHWKH
VDPH UHJDUGOHVV RI WKHLU GHJUHH RI EHQHILW GXH WR LQFUHDVHG DFFHVVLELOLW\ 7KH SURSRVHG VFKHPH RQ WKH
RWKHUKDQGFRPELQHVWZRGLVWDQFHEDVHGWD[VFKHPHVWKHFKDUJHUDWHWRFRQWULEXWRUVFRUUHVSRQGVWRWKH
EHQHILWWKH\UHFHLYH&RQFHUQLQJWKHFDSDFLW\WRSD\HTXLW\DORZHUUDWHFRUUHVSRQGVWRDPRUHDIIRUGDEOH
WD[EXUGHQWKXVLWLVOLNHO\WREHSDLGXQGHUDQ\FLUFXPVWDQFHHYHQGXULQJHFRQRPLFUHFHVVLRQ
6XVWDLQDELOLW\$FFRUGLQJ WR WKH ILUVW \HDU¶V UHVXOWV WKH*/$VFKHPHFDQQRW EH UHMHFWHG LQ WHUPVRI
ILQDQFLDO YLDELOLW\ DV GLVFXVVHG SUHYLRXVO\ 1HYHUWKHOHVV LW ZDV SURYHG WKDW WKH SURSRVHG DOWHUQDWLYH
VFKHPH LV HVWLPDWHG WR UDLVH KLJKHU UHYHQXH WKDQ WKH DIRUHPHQWLRQHG VFKHPH 7KHUHIRUH WKH UHYHQXH
ZRXOGEHVXIILFLHQWWRUHSODFHWKHFXUUHQWVFKHPHDQGDVDQH[WUDDGYDQWDJHWKHUHYHQXHEDVHLVEURDGHU
LQWKHODWWHUFDVH)XUWKHUPRUHJURZWKSRWHQWLDOUHSUHVHQWHGE\JURZWKUDWHVRIUHYHQXHLQWKHSURSRVHG
VFKHPH ZDV FDOFXODWHG EDVHG RQ DPRUH FRQVHUYDWLYH DSSURDFK 7KH VDIHW\ PDUJLQ LV QRWDEO\ KLJKHU
KHQFHSRWHQWLDO LQIODWLRQDQGQHFHVVDU\ LQFUHDVHVZHUHPRUH WKRURXJKO\DFFRXQWHG IRU7RH[DPLQH WKH
VWDELOLW\RIWKHWZRVFKHPHVWKHYRODWLOLW\RIUHYHQXHZDVDOVRFRQVLGHUHG6LQFHWKHWD[EDVHLVZLGHUDQG
WKHVDIHW\PDUJLQKLJKHURQHFDQDVVHUW WKDW WKHDOWHUQDWLYHSURSRVHGVFKHPHLVOLNHO\WREHPRUHVWDEOH
WKDQ WKDWRI*/$,Q WHUPVRISUHGLFWDELOLW\KRZHYHUQHLWKHUVFKHPHKDVDQDGYDQWDJHRYHU WKHRWKHU
VLQFHERWKDUHVXEMHFWWRSRWHQWLDOVWDWLVWLFDOIRUHFDVWLQJHUURUV
)HDVLELOLW\ ,Q WHUPV RI SROLWLFDO IHDVLELOLW\ WZR SRLQWV DERXW WKH SURSRVHG VFKHPH DUH QRWHZRUWK\
)LUVWO\ WKH LQWURGXFWLRQ RI D IODW WD[ ZLWK UHVSHFW WR ORFDWLRQ LV WKH RQO\ SHUPLWWHG PHWKRG ZLWKLQ WKH
FXUUHQW 8. OHJDO IUDPH 7KH LPSOHPHQWDWLRQ RI WKH SURSRVHG VFKHPH ZRXOG WKXV UHTXLUH WR EH
DFFRPSDQLHGE\QHFHVVDU\FKDQJHVWRWKHUHOHYDQWQDWLRQDOOHJDOIUDPHZRUN6HFRQGO\E\LPSRVLQJDWD[
RQH[LVWLQJUHVLGHQWLDOSURSHUW\DKLJKSROLWLFDOFRVWPD\IROORZ:LWKUHJDUGWRDGPLQLVWUDWLRQIHDVLELOLW\
D IODW WD[ LVHDVLHU LQ WHUPVRIDGPLQLVWUDWLRQZKLOH WKHGLVWDQFHEDVHGPHWKRG LVPRUHFRPSOLFDWHG LQ
DGGLWLRQ LQ WKLV FDVH WKHUH DUH WZR GLIIHUHQW VRXUFHV RI UHYHQXH WKHUHE\ LQFUHDVLQJ WKH DGPLQLVWUDWLRQ
FRPSOH[LW\
,WFDQEHWKHUHIRUHDUJXHGWKDWWKHDOWHUQDWLYHFRPELQHGWD[VFKHPHSURSRVHGLQWKLVSDSHUIXOILOOVPRUH
RIWKHH[DPLQHGTXDOLWDWLYHFULWHULDFRPSDUHGWRWKHFXUUHQWVFKHPH7KLVIDFW LQDGGLWLRQWRWKHUHVXOWV
IURP WKH TXDQWLWDWLYH DQDO\VLV LQGLFDWHV WKDW WKH DOWHUQDWLYH VFKHPH PD\ EH DQ HIILFLHQW HTXLWDEOH
VXVWDLQDEOHDQGIHDVLEOHLGHDIRUUHSODFLQJWKHH[LVWLQJILQDQFLQJPHFKDQLVPRISDUWRIWKHFRVWVRIWKH
&URVVUDLOSURMHFWILQDQFHGWKURXJKWKH%XVLQHVV5DWH6XSSOHPHQW7KHUHVXOWVRIWKHTXDOLWDWLYHDQDO\VLV
DUHLQOLQHZLWKWKHUHVXOWVRIWKHTXDQWLWDWLYHDQDO\VLV
&RQFOXVLRQV
2XUREMHFWLYHLV WKHSUHVHQWSDSHUKDVEHHQWRFULWLFDOO\DVVHVVWKHHIIHFWLYHQHVVRIWKH%XVLQHVV5DWH
6XSSOHPHQW %56 DV D ILQDQFLDO PHFKDQLVP WR FRYHU SDUW RI WKH FRVWV  ELOOLRQ RI WKH &URVVUDLO
SURMHFW LQ/RQGRQ 7ZRPDLQSUREOHPVZHUHLGHQWLILHG WKHLQHTXLW\RIWKHIODW WD[ZKLFKGRHVQRW
FRQVLGHU WKH ORFDWLRQ RI WKH %RURXJK ZLWK UHVSHFW WR WKH &URVVUDLO URXWH DQG  WKH RSWLPLVWLF
DVVXPSWLRQVPDGHFRQFHUQLQJWKHIXWXUHJURZWKUDWHVRISURSHUW\YDOXHV7KHUHIRUHDQDOWHUQDWLYHVFKHPH
FRPSULVHG RI WZR WD[HV DPRGLILHG YHUVLRQ RI WKH FXUUHQW %56 VFKHPH DQG D 6WDPS'XW\ /HY\ZDV
SURSRVHGLQRUGHUWRRYHUFRPHWKHVHZHDNQHVVHV
7R WKH EHVW RI RXU NQRZOHGJH D VWXG\ RQ WKH PHDVXUH RI WKH GHJUHH RI DFFHVVLELOLW\ LQ UHODWLRQ WR
WUDQVSRUW LQIUDVWUXFWXUH DQG YDULRXV RWKHU IDFWRUV XVLQJ D ZLGH FRYHUDJH LQ /RQGRQ KDV QRW \HW EHHQ
FRQGXFWHG 7KH UHOHYDQW OLWHUDWXUH LQFOXGHV RQO\ RFFDVLRQDO VWXGLHV IRFXVLQJ RQ VHFWLRQV RI /RQGRQ ,W
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ZRXOGEHLQWHUHVWLQJWRPHDVXUHWKHLPSDFWRIUDLOWUDQVLWRQDFFHVVLELOLW\IRUHYHU\/RQGRQ%RURXJKE\
FRQVLGHULQJ D YDULHW\ RI IDFWRUV DV HDFK%RURXJK¶V VSHFLDO FKDUDFWHULVWLFV FDQ KDYH H[WHUQDO HIIHFWV RQ
UHVXOWV0RUHRYHUWKHFXUUHQWOHJDOIUDPHZRUNLQWKH8.GRHVQRWSHUPLWWKHLPSOHPHQWDWLRQRIGLIIHUHQW
WD[UDWHVRQGLIIHUHQWORFDWLRQV,QWKHSDSHUDQRSWLPDOVROXWLRQZDVVRXJKWDIWHUWKHUHIRUHDOWKRXJKWKH
*/$%56 KDV SURYHG WR EH ILQDQFLDOO\ YLDEOH WKH DOWHUQDWLYH SURSRVDO UHSUHVHQWV D KLJKVWDQGDUG DQG
HIIHFWLYHVROXWLRQ
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